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Square, INC. (vse:sg) BUY - Growth

Investment Thesis Buy Rating

Digital payments have overtaken the use of cash,
forcing businesses to provide payment solutions to
customers. Business owners have also begun Target Price: $54.03 Upside: 43.13%
consulting qnalytlcs so_ftware, cross-sold py YTD Return: 162.88%
technology firms, to drive sales and margin

expansion. Square provides both, helping small ;
. . . Security Performance
businesses grow into larger companies and

manage themselves.

Current Price: $37.74

Technology — Transactions Services

Square, Inc. is a payment service provider which offers businesses
point-of-sale software used to process payments. Equipped with a
. . mobile application, Square also helps with business analytics,
Organic grOWth of Square supported businesses sales reports, and inventory, among other things.
will drive revenue for Square.

Highlights Last Close S 37.75
S d 2 O3 EPS of $0.0 Market Cap S 14,609
quare reported a EPS o .07, coming in
above estimates by $0.02. Net loss was $16 Q3 EPS > L0
million, down from a loss of $32 million in Q3 last 52 week low S 12.46
year. EBITDA grew 195% year over year. 52week high | S  49.56

« $57 billion trailing four-quarter gross
payment volume NYSE: SQ

* 41% year over year revenue growth L1 Cihi

On November 27, shares of Square fell over 16%
because research firm BTIG downgraded Square,
citing an overdone rally, high valuations, and steep
expectations. Two days later, a selloff in
technology incited another 8% drop in Square. We
feel the reaction in both is well overdone.
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Catalyst — Repeated Cycles of Merchant Growth

Square has engineered several ways to help merchants grow businesses. Square is a vendor to a wide range of
merchants, some who contribute under $125 thousand in Gross Payment Volume (GPV) each year and some who
contribute over $500 thousand. Larger businesses have grown their share of Square’s total GPV. Total GPV from
sellers who contribute over $125 thousand is now 47% of the entire pool, versus 37% two years ago. Square will
benefit from growth in these merchants, growth in smaller merchants, and new adoption. Wealthy countries are not a
stranger to wealth inequality, it is almost inevitable. We observe the same divergence in transaction volume profile.
Larger merchants have quickly become the majority (illustrated in image 1).

Square spends over 10% worth of sales revenue, or about 30% of gross profit, on selling & marketing. On the other
hand, the company spent almost 40% of gross profit on research & development in the past year. Management has
successfully developed a product that allows businesses to “self-onboard.” This has led to quick adoption and easy
discovery. CFO Sarah Friar says large sellers (over $125 thousand GPV) still self-onboard onto Square 80% of the
time.

TAM in the United States today is $3 Trillion in GPV; Square consistently nets 2.93% — 2.94% of GPV as transaction-
based profit. Since Q1 2017, transaction based revenue as a percentage of GPV fell 3 basis points (still equal to Q3
2016). In 2012, it was 2.98%, and 2.95% in 2015. We want to see a gradual decline in this figure, citing more fluid
transactions based on transaction cost. Management estimated a much larger TAM overseas: $55 trillion in global
card volume. Transaction-based revenue is the main driver in Square, but the company has diversified well.
Management predicts there lies a $38 Billion market TAM within its e-commerce, software, Square Capital, and
Caviar offerings.

What's propelled Square stock has been the favorable trends of machine learning and electronic payments. E-
commerce blends in well with both trends, and the exciting prospects of analytics for decision making involve Square
wholly in its enterprise. The company can collect important data to draw insights from; it already provides analytics
for its merchants. Square will be a beneficiary of big data and electronic currency.

Square has the digital infrastructure to bring in new business segments and immediately deploy acquisitions if they fit
under Square’s ecosystem. Management plans to hike capital expenditures in the future. We model this in the next 5

years because acquisitions seem likely.
GROSS PAYMENT VOLUME (GPV)

CFO Friar identified a $26 billion market opportunity in the United States. 1T +31% Yo
Square Gross Payment Volume (GPV) By Seller Size $16.48
Seller size in annualized sales Esquare 41305 S15.7B  $13.6B

W<5125K W S125K-$500K >$500K

14% 20%

IOK VoY 34EYe¥  IFEYeY 32N vey R RTN |magez
Growih Gremth Growih Growitin Crewith

Q3

Square’s largest contributing merchants are
growing their overall Gross Payment Volume
footprint, directly benefitting Square’s top line.
Square satisfactorily retains merchants each
year, with a retention rate of 113%. In the past

K8, 2015 Q32016 Q32017 12 months, GPV has grown over 30% to $17.4
billion, shown in the image above.
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Square, Inc. Business Overview
- Full service payment processing for merchants with data analytics and reporting built in.

- Merchants are brought into this system within minutes, allowing them to accept payments with a transaction fee of
2.75%. Manual transactions are marked with a $0.15 fixed fee and 3.50% of the transaction.

- Merchants have access to next-day settlements, payment dispute management, and digital receipts.
- Merchants are able to manage inventory, orders, employees, and payroll.

- Individual users have access to a platform offering access to a quick and simple way to send and receive money
on a mobile phone: Square Cash.

- Square’s e-commerce GPV — from Virtual Terminal — has already surpassed 1 billion since its launch in October
2016. Itis the fastest Square product to reach the milestone. This, too, has potential to become a meaningful
sales driver.

- Square Caviar helps restaurants engage their customers with delivery services.

- Square Register, a digitized register, has been redeveloped and released.

More Internal Synergy With Square Capital

Square now has an internal process of growing its merchants’ businesses. Square facilitated $318 million in loans in
Quarter 2 of 2017, up 65% year over year. The company totaled 47,000 loans in Q2 alone, up 45% year over year for
Q2. Square lends money on the basis of transaction fee “credit rating.”

New merchants who employ Square take advantage of Square Capital. They use funds to purchase inventory or fulfill
orders. Some instead take loans to expand their business, driving two revenue streams within transaction-based
revenue. The average size of a Square Loan is $6000. This will help the businesses under Square’s umbrella, and
especially those who contribute below $125 thousand in GPV. Square capitalizes on this entire process: profiting
from interest and transaction volume growth; now, GPV growth is funded by Square Capital.

CEO Jack Dorsey notes that Square is now serving merchants with loans which would otherwise be facilitated by
banks or merchants’ friends and family. Square loans are a quick, easy way to get the next foot down for a business.
Square collects data and understands its merchants; loan loss rates are about 4%. Square Capital will drive growth in
GPV as small businesses adopt Square technology to qualify for loans while existing, growing merchants consult
Square Capital for expansions, large purchase orders, and infrequent financing necessities.

The Business Lending Index reported the following statistics for small business loans in September 2017:
» Loan approval rates at big banks were 24.6% (up 20 basis points from August)
* Loan approval rates at small banks were 49.1% (up 10 basis points from August)
* Loan approval rates were 63.9% for institutional lenders (up 10 basis points from August)
* Loan approval rates were 57.0% for alternative lenders (down 10 basis points from August)
» Loan approval rates for credit unions remained at 40.3%

Small businesses are turning to different sources for capital, like institutional lenders and alternative lenders, because
traditional lending institutions have more stringent policies. Those who are denied loans by big banks (three quarters
worth of applicants) now have the option to consult Square Capital instead.
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Market for Non-Cash Payment

The United States’ economy has remained healthy under Trump and consumer sentiment is at the highest levels in
over a decade. We will see heightened spending, and therefore more transaction volume, in the consumer sector.
Square Inc. is well positioned in a large and expanding niche market. Image 3 delineates consumer payment
preferences; transaction volume composition between card and cash in the past 4 years rests at a 90/10 split. A shift
toward credit cards is an explicit sign the United States’ population is more inclined to take on debt. This has been a
well-observed trend for some time, and it has caught on overseas. Square identifies $55 trillion in international card
volume, citing IFC’s “The Nilson Report.” The 2016 World Payments Growth Report shows worldwide non-cash
transaction is now over $400 billion; the figure grew at a CAGR of over 8% between the years of 2010 and 2014.

Competitive Advantage

Square is able to onboard new users in a matter of minutes. Once in the system, merchants are immediately able to
collect payments. Square’s ventures into spaces occupied by PayPal/Venmo and Snapcash (for individuals’ money
transfers) will take market share at low cost. PayPal and Snapchat face stiffer competition from banks who can
mobilize mobile applications for peer to peer payments and transfers.

Square’s competitor, PayPal, charges business 2.9% of a transaction on top of a $0.30 flat rate on the transaction.
Square charges only 2.75% of the entire transaction. Moreover, Square comes equipped with add-ons such as data
analytics and inventory management, as well as hardware (digital register). PayPal’s e-commerce dominance is well
noted; however, Square has improved its e-commerce offering too. Square Cash App is the top-ranked finance
application in the Apple App Store. Ease of access and merchant support help Square retain revenue and mobilize
the company to penetrate competitors’ market share.

Square’s ecosystem now includes analytics and low fees driving merchant retention, loan facilitation driving
merchant growth, and items like Caviar and Cash penetrating growing markets.

Image 3 Image 4
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Competition with Square (Moderate Force):

Square faces swift competition from rival PayPal for business
platforms. However, Square’s payment processing is noted as the
best-in-class by businesses. Square’s peer to peer payment
process is rivaled, again, by PayPal's Venmo. Moreover, Square
faces competition from lenders such as banks and alternative
lenders.

Threat of New Entrants (Moderate Force)

Machine learning, artificial intelligence, and data analytics make
way for new players to walk into the marketplace with a better
mousetrap. The market for business solutions is not difficult to
penetrate, as new entrants can begin operations with a single
merchant.

Threat of Substitutes (Strong Force)

There is no shortage of payment solution providers. PayPal can
slash its transaction fees to entice merchants to employ their
solutions. Classic registers without the data analytics and inventory
management is another solution for small businesses, especially
those with skilled management. There is also the threat of cash
emerging in prominence of transaction volume.

Bargaining Power of Square’s Customers (Strong Force)

Merchants employing Square are the focus of Square’s
performance. They will be able to stronghold Square for lower fees
if they deem fees too high. There are several merchants who
contribute over $125 thousand in gross payment volume; no
customer accounts for over 10% of either GPV or revenue, yet.

Bargaining Power of Square’s Suppliers (Low Force)

Square has a few suppliers who manufacture parts for the
hardware.

Market Position

There are numerous companies offering payment services;
however, Square is an ideal option for businesses to employ given
the breadth of hardware and software platforms included with the
service. Furthermore, Square operates for niche clientele —
primarily — with only simple applications for a broader audience.

Financial Health

Image 5
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Table 1
Square, Inc. Corporate Structure
Weight in Debt 3.80%
Cost of Debt 0.52%
Weight in Equity 96.20%
CAPM 11.63%
Floating Shares [millions) 387.00
WACC 11.21%,
Intrinsic Value 55403
Current Price 537.75
Discount 30.133%,

Square has paid out larger stock-based compensation each of the last 4 years, dating back to before the 2015
IPO. We take this into consideration for the valuation, and conservatively model stock-based compensation to
remain at $138.79 million for the next 15 years. Square sits on total assets amounting to over $1.6 billion, while
liable for less than $60 million of long-term debt. Meanwhile, the company reported a loss of $0.21 per share (12-

month rolling EPS).
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Square and PayPal

Square has surpassed PayPal in terms of a comprehensive business platform.
Merchants consult Square solutions for several business needs, whereas PayPal
offers investors ubiquity in e-commerce. PayPal is engineering new ways to grow -
GPV while Square engineers ways to support their largest GPV contributors.

With “Pay with Venmo,” PayPal enables merchants to accept Venmo payments. —
Adoption of both Square and PayPal platforms is expected. While PayPal taps -
into e-commerce, Square will dominate physical locations and intrude into e- .
commerce. PayPal is working to launch a “Pay with Venmo” debit card in 2018
for in-store purchases. Square Cash is already deployed in stores, and Square
already issues “Cash Card’s (debit cards linked to Square Cash accounts).”
PayPal’s other debit card is not universally accepted and not connected with
PayPal yet. Jack Dorsey, CEO of Square and Twitter, leverages his Twitter
influence to promote Square. Image 7, a Cash Card, was shared on his Twitter
feed.

Square released a large-merchant-tailored register last month. No longer an iPad
powered device, Square Register is the second installment of a register. It cots
$999 or $1176 over 24 months; the older version costs $500, or $169 without an
iPad. Square designed the register specifically for large merchants.

PayPal is left with the benefit of e-commerce ubiquity; Square is poised to
dominate the industry of point of sale systems, software, and digital hardware.
Moreover, valuations for Square will be skewed upward when e-commerce GPV,
the fastest growing segment for Square, helps expand margins.

Square still retains the most important advantage: pricing. Square charges 2.75%
of merchants’ transactions; PayPal charges 2.90% in addition to a $0.30 base
fee. Square’s infrastructure of business development services gives us conviction
in its ability to challenge PayPal online. PayPal’s revenue was over 5x that of
Square; those bullish on PayPal should also consider Square.

Image 10
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Discounted Cash Flow Valuation
Sum of PV FCF 5 10,095.03
Our DCF Models use:
FCF 2022 5 4,516.48
+ 2.38% for the 10-year U.S. Treasury risk-free rate of return  |Terminal Value S 11,170.88
* A 7.12% market risk premium Enterprise Value 3 21,265.91
» A forecast of sales growth for the next 15 years
- Perpetual growth of 3% Less: Debt 5 356.13
- 1.30 Beta for Square Equity Value $  20,909.78 Table 2
. 0,
11.21% WACC for Square Intrinsic Value § i

Internal growth and management’s ability to recruit new merchants each year aid our conviction for sustainable
growth well into the future. In our forecast, we calculate the remainder of fiscal 2017 using management expectations
of $2.19 billion in revenue. This said, we still trust a revenue beat in Q4 and suggest a purchase, for both Q4
momentum and the recent selloff. We model the next 15 years, starting with 2018.

» Gross margin is expected to expand 200 basis points each of the next two years

» Operating expenses are expected remain at 39.54% in 2018, then drop an average of 20 basis points each year.

» Square pays no tax, as it has been unprofitable. We expect the company to turn a $17 million profit in 2019 when
begins to pay an expected 20% corporate tax rate.

» Square is anticipating acquisitions in the future. Capex is increased in the next 5 years to reflect acquisitions.

» As Square has grown, it has paid out more in stock-based compensation. We conservatively forecast stock-based
compensation to remain at $139.79 million.

» Historically, Square has a very rigid structure within operating expenses. We take into account historical % of
sales in operating expense for the forecast.

* Revenues are forecasted to grow at an average CAGR of 32.19% for the next 15 years

Shares of Square, Inc. trade for $37.75, a 30.13% discount according to the valuation. The intrinsic value of Square
shares is $54.03. Shares still trade over 8% discount to Square’s 52 week high, according to our projection.

Risks

+» CEO Jack Dorsey is also the CEO of Twitter Inc.; his dedication to Twitter may impact the performance of Square,
Inc.

+ Poor business management on behalf of merchants can deter revenues for Square.

+ A merchant who grows to become a significant portion of Square’s revenue and subsequently underperforms can
have an impact on Square.

+» Competition can erode market share, especially from new competitors who have substantially superior data
analytic ability. Square will have to keep up with development.

« Brand reputation can erode sales if negatively impacted.
+ A recession can expose Square’s sensitivity to economic conditions; the company relies on consumer spending.

+ Q2 tends to be a period of usual surge in business; seasonality can derail cash flows and inhibit assumption
accuracy

+» Bitcoin investment carries a risk of default. For now, this is limited to the sunk cost of development; however, if
cryptocurrency transactions grow to meaningful size within the business, bitcoin demand becomes a risk.
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Disclosure

The analysis provided is based on financial information and speculation of future performance in statements associated with
this company. All outside sources are perceived to be credible, and the analysts do not take fault for any changes in numerical or
informational accuracy that may result. This report is for informational purposes only and is the opinion of the writers. This
report has no regard for the specific investment needs or objectives of readers. Investors are encouraged to conduct their own
research and come to their own conclusions before making the decision to invest in a company. Sources used in the making of
this report are considered to be accurate.

APPENDIX

DCF Assumptions and Output

Assumptions Fr o0l Frema  Freizn Fre0zl  Froze Froozs  Froozd  Froozs  Fr20e6  Fr20ey  Fre0ss  Fro0zd  FroDa  Frendl  Fyonae
Sales 4500 3500 35.005 3500 3500 25,00 25,00 25.00% 25,005 15,003 1500 5,00 5,00 500 3.00
Cost of Revenue as >4 of sales 597 SVTEM SE.73 55T B4TIM 5373 5273 5173 5079 50,73 50,73 50,753 50,753 50,73 50,73
Operating Expenses as > of sales 3954 3BTIM ot e ITEE 3T.3EM AT 3702 36,90 3680 36,75 3671 36,70 6.6 3667 3667
Selling & Marketing 10.97 10,97 10.97 10,97 037~ 0,97 0,97 10.97 10,97 10,973 10.97 10.97 10.97 10,97 10,97
General & Administrative A A A A A A A At A A A A At A A
Research & Development 14,35 14.35% 14,35 14.35% 1435 1435 1435 14,35 14.35% 14,35 14,35 14,35 14,35 14,35 14,35
Other Operating Expense 32w 312 312 312 32w 32w 32w 3.2 312 312w 32w 32w 3.2 312 312
TauRate 20000z 20,00 20,005 20000z 2000 20,00 20,00 20,005 20,005 20,005 20,002 20,005 20,005 20005 20005
Depreciation £ 48 ¢ 64 3 5T ¢ 1T & 158 § 19¥ ¢ 247 $ 305 ¢ 3G ¢ 443 § S0 % 535 ¢ 562 #4050 & 579
CapEx * N B0 % 50 % B0 % 25 % 25 % 25 % 25 % 25 % 25 % 25 % 25 % 25 % 25 % 25
Charge in Met 'Warking Capital F 00 % 400 # o0 % [200] $ 400 % 200 % 200 % 200 % (2500 % [250] % [250] % 250 % 250 % 250 % 250
Free Cazh Flow ;3 28 % (158 % % S04 % 534 ¢ 1065 ¢ 1504 $ 2086 % 3305 & 0 5758 $  d4°73 f 3973 ¢ 47983 #4403 #4516
Discounted Cash Flow Model Estimated
FY2018 Fv2013 R 2020 FY2021 FY 2022 P 2023 Pv2024 FY2025 Py 2026 Fv 2027 R 2028 FY'2023 P 2030 R 2031 Ry 2032
Total Reverue # 3076 & 4287 # 5787 & T.A13 $10547 4 13154 16480 20600 #2551 $ 23613 434055 #35755 #37.546 33423 $40.606
Total Cost of Reveruess # 1833 & 2477 # 3287 4% 4359 % 5Yv9 4 V092 & 85700 #1663 #13.073 $ B.0M F17257 # 61 #13.070 20,023 $20.624
Gress Prafit #1277 # 1810 % 2500 % 3454 % 4V65 # 6092 # VPRS0 # 9,931 #12672 $WESTI $16,753 17596 15476 #19.400 19982
Gross Margin 4021 d221s 4321 dd 2T dB21 dBEZ21 4721 4321 4927 4921w 49210 49271 4921 4921 4921
Taotal Operating Experses $ 1256 ¢ 1660 % 2207 % 2944 & 3940 ¢ 4901 ¢ E101 ¢ V601 $ 9477 £10.834 £ 12501 % 13921 £13.773 $1d456 +14.890
Selling & Marketing ¥ 38 # 470 % G635 F 857 % 1197 ¥ 1446 # 1807 % 2293 ¥ ZOZd o 3247 % 3T OF 33921 % 41T F 4323 # 4453
General & Administrative ¥ 353 0% 476 % oGd3 #6863 % 171 F 1454 # 15830 % 2285 ¥ ZO60 # 3203 % V0 F 39T % 4170 ¥ 43786 # 4503
Research & Development ¥ 456 # B9 % G030 F 121 0% 1513 ¥ 1832 % 23065 % 2996 ¥ 5890 # 4243 % 4886 ¥ D30 % 5397 ¥ DUBS6 ¥ DBEG
Other Operating Expense ¥ 93 % 99 % 8 ¥ 33 % 33 % 93 % 93 % 93 % 99 % 99 % 33 % 33 % 33 % 33 ¢ 02
Operating Margin 3954 38T 381F FER 3T36% 0T Sv.0EW 3690k 3880k 36TS 36TL 3670 3668 3BETH S6ETH
EBIT 3 21 % M3 ¢ 234 £ 50 ¢ 825 % 17192 # 1673 4 2330 % 31395 # 3683 ¢ 4257 % 4475 ¥ 4704 $ 4544 # 5032
EBIT Margin 0672 348 508 E.5Z5 a5 043 03 N3t 1241 1248w 1250 1251« 1253w 1254r 1254k
TaxExperze 3 4 % 30 0% 53 & 102 ¢ 1BE ¢ 238 ¢ 336 ¢ 466 & B33 £ VIB ¢ 851 £ 835 ¢ 541 & 5333 £ 1013
MOPAT 3 7 # 183 ¢ 235 & 408 ¢ B65 ¢ 35954 4 1344 4 1564 $ 2556 $ 2951 4 S406 % 3580 $ 3V653 4 3955 4 4.074
Stock Based Compensation $# 199 0+ 13 ¢ 133 0 133 ¢ 133 & 39 04+ 133 ¢ 133 4+ 193 £ 13 04+ 133 & 133 ¢ 133 & 139 ¢+ 133
Depreciation 3 43 £ Ed % By & 17 & 158 ¢ 197 ¢ 247 ¢ 308 £ 36 £ 443 ¢ 50 # 535 ¢ G562 ¢ 530 £ BV
Capital Expenditure 3 FEE E0 % B0 % B0 % 25 % 25 % 25 % L 25 % 25 % 25 % 25 % 25 % 25 % 25
Change in Met warking Capital $ 100 # 400 % 100 % (200) ¢ 400 % 200 % =200 % 200 # (2500 % (2500 % (2500 % 250 ¢ 250 % 250 % =50
Dizcount to PV k3 23 % 00) 203 F 47 & o552 % S06 G643 ¢ &0l # 1142 % 1167 % 1195 #9333 ¢ 546 % §395 F  917

Cash and non-cash transaction share and development

2015 Share of non-cash transaction volumes (%), by region

Share 2015

Growth 2014 - 2015

25

20
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M emerging Markets

Source: World Payments Repart 2017

2 DW

Latin America
CEMEA*
B Mature Asia-Pacific
B Emerging Asia
M Europe (incl. Eurozone)
M North America

Share of non-cash
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Middle East and Africa)

Source: World Payments Report 2017 ®DW
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Square's Starbucks Transaction Revenue as % of Total Revenue (millions)
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Income Statement
Square Inc (5Q US) - Adjusted

In Million= of USD except Per Sh:i  FY 2012 FY 2014 FY 2015 FY 2016 Last 12ZM FY 2017 Est FY 2018 Est

12 Months Ending 213102013 123102014 1213102015 1203102016 093002007 =220y 121312018
FRevenue 5524 &50.2 1.267.1 1.7T08.7 2.050.1 9673 1.275.2
+ Sales & Services Revenue BEZ2 4 8602 1,267.1 17087 20601
- Cost of Fewvenue 42306 E24.1 297 11327 12841
+ Cost of Goods & Services 4236 E231 2914 11247 12770 0374
+ Depreciation & Amortization - 10 bE a0 T
Gross Profit 1288 2261 3700 5760 TEE.0 3641 193 8
+ Other Operating Income 0. 0.a 0.a 0.a 0.
- Operating Expenses 2285 iTE4 436 E33.6 g2211
Selling, General & Admin 13341 2068 2885 arra 4525
I Al o Almok e liEvy s MEE SNEF Py
drEmera O ATt atie e S HEF i LT
Research & Development 824 144 6 1996 Z2E83.5 2941
QOther Operating Expense 12.6 260 AR5 h2.2 E4.10
Operating Income [Loss] -99.8 -150._4 -173.6 -122.5 -55.1 -h3.8 189
- lWon-Operating [Income] Loss -0 2.2 1B -0.8 hE
+ Interest Expense, Met 0. 11 12 -
+ Foreign Exch [Gain] Loss 0.3 11 18 0.a
+ Other Mon-0Op [Income] Loss -2 oo -4 0.3 34
Pretaz Income [Loss]), Adjusted -98.8 -152.5 -175.2 -121.7 -60.8 -61.4 10.8
- Abnormal Losses [Gains] A1 01 JIE:] 474 0.1
+ MlergerfAcquisition Expense - — 0. -
+ Dizposal of Aszsets 27 01 03 -0
+ Impairment of Intangibles 2.4 — - -
+ Legal Settlement - — - 43.0
Fretaz Income [Loss]), GAAP -104.0 -192.7 -176.1 -169.7 -60.3 -61.4 10.8
- Inzome Tax Expense [Benefit) 05 14 37 14 14
+ Current Income Tax 0.5 41 kx 14
+ Deferred Income Tax 0o 2T 0o 0
Income [Loss] from Cont Ops -104.5 -154.1 -179.8 -171.6 -62.3 -63.5 26
- ket Extraordinary Losses [Gains] oo oo 0o oo oo
+ Digcontinued Operations 0. 0.a 0.a 0.a 0.
+ w0 & Accounting Changes 0. 0.a 0.a 0.a 0.
Income [Loss] Incl. MI -104.5 -194.1 -1ra8 -171L6 -62.3
- Ilinority Interest oo oo 0o oo oo
Net Income, GAAP -104.5 -154.1 -1ra.8 -171LE -62.3 -63.5 26
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EQUITY RESEARCH - Square, Inc. Arham Khan
Precision Asset Management arhamkhan@csu.fullerton.edu
December 19, 2017 (909)996-9609

Balance Sheet

Square Inc (SQ US) - Standardized

In Millions of USD except Per Share FY 2013 FY 2014 FY 2015 FY 2016
12 Months Ending 1203172013 12031/2014 1213112015 12/31/2016
Total Assets
+ Cash, Cash Equivalents & STI 166.2 2253 470.8 311.9
+ Cash & Cash Equivalents 166.2 2253 470.3 452.0
+ 5T Investments 0.0 0.0 0.0 59.9
+ Accounts & Motes Receiv 0.0 0.0 0.0 5.2
+ Accounts Receivable, Net 0.0 0.0 0.0 6.2
+ Motes Receivable, Net 0.0 0.0 0.0 0.0
+ Inventories 0.0 0.0 0.0 0.0
+ Raw Materials 0.0 0.0 0.0 0.0
+Work In Process 0.0 0.0 0.0 0.0
+ Finished Goods 0.0 0.0 0.0 0.0
+ Other Inventory 0.0 0.0 0.0 0.0
+ Other ST Azsets are 1246 2348 4833
+ Prepaid Expenses 31 5.1 71 7.4
+ Derivative & Hedging Azsets 0.0 0.0 — —
+ Misc 5T Assets 84.5 179.5 2277 4759
Total Current Assets 253.8 409.9 T05.6 1,001.4
+ Property, Plant & Equip, Net 1.7 63.7 ar.2 86.3
+ Property, Plant & Equip 61.9 890.3 133.2 161.7
- Accumulated Depreciation 10.3 265 46.0 733
+ LT Investments & Receivables 0.0 0.0 0.0 274
+ LT Investments — — — 274
+ Other LT Assets 12.9 68.3 102.0 94,2
+ Total Intangible Assets 1.2 505 83.5 6.5
+ Goodwill 0.6 40.3 56.7 57.2
+ Other intangible Assels 0.8 10.3 26.8 18.3
+ Deferred Tax Az=zels — 05 0.2 0.3
+ Derivative & Hedging Assets 0.0 0.0 — —
+ Misc LT Assets 1.7 17.3 18.3 17.5
Total Noncurrent Assets 64.5 132.0 189.2 209.9
Total Assets 383 541.9 894.8 1,211.4
Liabilities & Shareholders' Equity
+ Payables & Accruals 213 31.3 a4 722
+ Accounts Payable 45 5.4 18.9 126
+ Other Payables & Accruals 16.8 258 616 506
+ 5T Debt 0.0 01 04 0.7
+ 5T Borrowings 0.0 0.0 0.0 0.0
+ 5T Capital Leases 0.0 01 0.1 0.7
+ Other ST Liabilties 108.4 159.8 2537 5046
+ Deferred Revenue 0.0 0.0 0.0 0.0
+ Derivatives & Hedging 0.0 0.0 — —
+ Misc 5T Liabilties 108.4 159.8 2537 5046
Total Current Liabilities 120.7 1911 3342 577.5

Precision Asset Management — Page 10



EQUITY RESEARCH - Square, Inc.
Precision Asset Management
December 19, 2017

Arham Khan
arhamkhan@csu.fullerton.edu
(909)996-9609

+ LT Debt
+ LT Borrowings
+ LT Capital Leases
+ Other LT Liakilties
+ Accrued Liabilties
+ Pension Liabilities
+ Pensions
+ Other Post-Ret Benefits
+ Deferred Compensation
+ Deferred Revenue
+ Deferred Tax Liabiltiez
+ Derivatives & Hedging
+ Misc LT Liabilties
Total Noncurrent Liabilities
Total Liabilities
+ Preferred Equity and Hybrid Capital
+ Share Capital & APIC
+ Common Stock
+ Additional Paid in Capital
- Treasury Stock
+ Retained Earnings
+ Other Equity
Equity Before Minority Interest
+ Minority/Mon Controlling Interest
Total Equity
Total Liabilities & Equity

Statement of Cash Flows

0.0
0.0
0.0
283
0.0

3.5
14.7

0.0
6.1
26.3
156.0
366.2
B3

0.0
-241.5
-0.7
162.3
0.0
162.3
8.3

301
30.0
0.1
47.0
0.0

3.4
268

0.0
17.0
7

268.2
3145
1552

0.0
-385.6
-0.8
2737
0.0
73T
541.9

0.0 12
0.0 0.0

0.0 12
525 56.6
0.0 0.0

0.0 0.0

0.0 0.0

0.0 0.0

1.1 0.1
255 231
— 05
2538 329
525 57.7
386.7 635.2
0.0 0.0
1,116.9 —
0.0 —
1,116.9 —
0.0 0.0
6076 7792
12 1,355.4
508.0 576.2
0.0 0.0
508.0 576.2
894.8 1,211.4

Square Inc (SQ US) - Standardized

In Millions of USD except Per Share

i i
1213112013

FY 2014
1213172014

1213172015

12 Months Ending
Cash from Operating Activities
+ Net Income
+ Depreciation & Amortization
+ Mon-Cash ltems
+ Stock-Based Compensation
+ Deferred Income Taxes
+ Other Non-Cash Adj
+ Chg in Non-Cash Work Cap
+ (Inc} Dec in Accts Receiv
+ {Inc} Dec in Inventories
+ Inc (Dec) in Acctz Payable
+Inc (Dec) in Other
+ Met Cash From Disc Ops
Cash from Operating Activities

-104.5
8.3
4591
14.7

3.5
-13.5
27T

-0.9
152
0.0

-154.1
186
75T
36.1
=27
422
-48.5
-50.4

0.z
0.6
0.0
-109.4

FY 2015 FY 2016 Last 12M
12531/2016 0903002017
-1758.8 -171.8 6523
278 T 376
1426 153.2 187.1
823 138.8 84.1
0.0 0.1 0.3
60.3 14.4 1027
30.7 3.8 -51.2
-27.4 -178.4 -358.3
0.0 0.0
7.8 -2.1 3256
0.3 184.3 -18.5
0.0 0.0 0.0
211 231 111.2

Precision Asset Management — Page 11



EQUITY RESEARCH - Square, Inc.
Precision Asset Management
December 19, 2017

Arham Khan
arhamkhan@csu.fullerton.edu
(909)996-9609

Cash from Investing Activities
+ Change in Fixed & Intang
+ Dizp in Fixed & Intang
+ Disp of Fixed Prod Assets
+ Disp of Intangible Assels
+ Acg of Fixed & Intang
+ Acqg of Fixed Prod Assels
+ Acqg of intangible Assets
+ Met Change in LT Investment
+Dec in LT Investment
+Incin LT Investment
+ Met Cash From Acg & Div
+ Cash from Divestitures
+ Cash for Acg of Subs
+ Cash for J\V=
+ Other Investing Activities
+ Met Cash From Dizsc Ops
Cash from Investing Activities

Cash from Financing Activities
+ Dividends Paid
+ Cash From (Repayment) Debt
+ Cash From (Repay) ST Debt
+ Caszh From LT Debt
+ Repaymentz of LT Debt
+ Cazh (Repurchase) of Equity
+ Increaze in Capital Stock
+ Decrease in Capital Stock
+ Other Financing Activities
+ Met Cash From Dizsc Ops
Cash from Financing Activities

Effect of Foreign Exchange Rates

Met Changes in Cash

-47.5
.0
.o
.0
-47.9
-47.9
0.0
0.0
0.0
.0
-2.9
0.0
-2.9
0.0
40.0
0.0
-10.8

0.0
0.0
0.0
0.0
0.0
185
185
0.0
0.0
0.0
18.9

-25.2
0.0
.
a.0
-258.2
-28.8
-0.4
0.0
0.0
0.0
1.7
0.0
1.7
0.0
-7.1
0.0

0.0
30.0
0.0
30.0
0.0
1842
1842
0.0
0.0
0.0
194.2

-38.7
0.0
Q.0
a.0
=387
-37.4
-1.3
0.0
0.0
0.0
-4.5
0.0
-4.5
0.0
-1.9
0.0
-45.1

0.0
-30.0
0.0
0.0
-30.0

-25.5 -25.1
0.3 0.3
0.3 0.3
0.0 0.0
-23.8 -25.4
-25.4 -25.4
-0.4 0.0
-87.3 -305.8
T4 201.4
-164.8 -511.4
-1.4 -3.0
0.0 0.0
-1.4 -3.0
0.0 0.0
-8.5 -25.0
0.0 0.0
-122.7 -362.8
0.0 0.0
0.0 3351
0.0 0.0
0.0 428.3
0.0 -593.2
95.4 162.5
05.4 162.5
0.0 0.0
=57 -18.5
0.0 0.0
90.7 4791
-0.4 0.5
9.3 228.3

Precision Asset Management — Page 12



